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A B C Ve co Te 
1970 1971 1972 Change % 

INCOME , PRODUCTION, EMPLOYMENT 
GNP at Current Prices 4025 4825 NA 
GNP at Constant '68 prices 3413 3733 NA 
Per Capita GNP,Current Prices 1367 1624 NA 
Gross Savings Available for 

Investment 938 1132 NA 
Gross Fixed Capital Formation 

(% of GNP) 21.4 22 NA 
Volume of Ind, Prod. (1953=100) 241 251 243(1st qt.) +3.8 
Net Agric. Prod " - 117 124.4 NA 
Output per hour (1963=100) 136 142 NA (lst qt.)+5.7 
Earnings per hour of 195 227 NA ” a eae 
Unit Wage Costs 7 > 144 159 NA oe) 
Labor Force (thousands) 1134 1139 NA 
Avg. Unemployment Rate 7% Tee 7.2 7.8 (Aug. ) +16.4 
MONEY AND PRICES 
Money Supply NA 1206 1107 (Aug) +13.7 
National Debt Outstanding 2654 (end March '71) 
Domestic Credit (end of yr.) NA 2734 2760 (Aug) 
Central Bank discount rate (e/yr)7.31 4.81 7.19(Sept) 
Assoc.Banks O/Draft (end yr. 

rate) 9.50 7.73- 7.306 ” 
9.25 9.00 
Consumer Prices (1968=100) 114.4 124.6 137.2 (Aug) + 8.9 
Wholesale Prices (1953=100) 164.7 173.6 189.8 (June) + 9.1 
Agricultural Prices " - 140.3 ae hla +18.7 
Terms of Trade (1968=100) 101.8 101.8 113.3(2nd qt) +12.2 
BALANCE OF PAYMENTS 
Official External Reserves(e/yr) 697 972 926 (Sept) + 1.1 
Balance of Payments (Current a/c 
(-) 157 173 NA 

Balance of Trade (-) 510 556 305 (Aug) -24.5 
Exports FOB 1093 1369 7. * +14,7 
US Share % 10,1 10.9 ees 
Imports CIF 1603 1925 1277 ? + 2.0 
US Share % 7.0 8.6 ke ag 


Main Imports from US(1971):tobacco (unmanuf) 6.5m 1bs.-$7.7m; machinery 
(non-electric) $16.4m; electrical machinery $9.4m; oilseed cake, meal, 
soya bean 189.1m 1lbs-$9.8m; feed grains & cereals 200.9m lbs~-$6, 2m; 
textile yarn, fabrics & articles $5,2m; aircraft and parts $51.2m. 

in Exports to US (1971): beef (frozen) 66m 1bs-$38.3m; th rmioni¢ Vv Lvgs., 
transistors etc. $9.2m; anti-biotics $3.6m; tobacco (manuf) 3.4m s-$5. 1m: 
clothing, headgear, footwear $6.9m; chocolate crumb 12,9m lbs-$2. 8m; 
Slassware $5.5m. 
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LRELAND 


Summary 


Prospects are that the Irish economy will grow by 3 to 4 percent 
in real terms in 1972 and by as much as 5 percent in 1973, as it 
continues its gradual recovery from the recession of 1969-70. 
Consumer demand, investment, and exports have picked up. 
Inflation, fed by rising export prices for Irish agricultural 
products and rapidly increasing wages, hovers around 9 percent; 
prices increased 35 percent between the beginning of 1969 and 
May 1972, the highest rate in Western Europe, Unit wage costs 
have been rising by about 9 percent. Efforts to slow down the 
inflationary spiral are constrained, however, by the Irish 
Government's pursuit of an expansionary policy to stimulate 
economic growth and cope with unemployment, running at nearly 

8 percent, 


The improving prospects for the economy have favorable implications 
for US business. Imports of capital goods, raw and semi-finished 
materials, and consumer products are expected to rise sharply in 
1973, and tariffs on finished goods will drop significantly as 
Ireland phases into the European Community's Common External 
Tariff. Government and State-sponsored enterprises have been 
issuing tenders for a number of projects costing nearly $200 
million in the aggregate. Ireland's entry into the EC, together 
with its tax and investment incentives, and relatively low labor 
costs, make it increasingly attractive as a location for American 
industrial investment, although the continuing inflation in unit 
wage costs threatens its competitiveness with its European 
neighbors, 








CURRENT ECONOMIC SITUATION AND TRENDS 


Growth Gradually Picking Up 


The Irish economy is continuing its gradual recovery from 
the slump of 1969-70, despite very serious unemployment 

and inflation, The most recent reliable estimates predict 

a rise in real GNP of from 3 to 4 percent in 1972, and 
possibly 5 percent in 1973, the first year of Irish 
membership in the European Communities (EC). The 
improvement in the economy has been manifested in buoyant 
consumer demand during the first quarter of 1972 with 

some leveling off in the second quarter, rapidly rising 
agricultural export prices, expanding exports of both 
agricultural and industrial products, and revived investment 
in plant and machinery coupled with increased imports of 
producers' capital goods and raw and semi-finished materials. 
The improvement reflects an easing of tension in Irish-UK 
relations, which has helped to maintain Ireland's exports 

to its largest market despite declining tourism and investment 
from the UK. 


The volume of industrial production during the first quarter 
of 1972 (the latest period for which figures are available) 
was about 4 percent higher than in the same period in 1971, 

a relatively modest increase, Sectorally the improvement is 
spotty. The metals and engineering, paper and printing, and 
the new, mostly foreign-owned (including US) export-oriented 
industries are showing the best rates of growth; food, drink, 
and tobacco have performed fairly well; clothing and footwear, 
faced with increasing British competition as a result of 
reduced tariffs, are relatively stagnant; and wood and 
furniture are in serious decline. Construction activity 
which has been high since the latter half of last year is 
apparently tapering off. 


Prices and Wages Continue to Mount Rapidly 


Inflation has been a most serious problem in Ireland for the 
last few years, and it was continuing at a 9 percent annual 
rate in mid-August. By comparison, British retail prices 
were increasing by only 5.7 percent per annum as compared 
with 9.6 percent at the same time last year. In June 1972 
prices had risen over the previous year by 7.8 percent in 
the Netherlands, 5.6 percent in France, 5.5 percent in 
Belgium, 5.5 percent in Germany, 5.0 percent in Italy and 





only 2-3 percent in the United States. 


A major factor causing inflation recently has been the 14 
percent increase in food prices induced by rapidly rising 
export prices for beef and dairy products, These price 
gains have in fact benefited Ireland's terms of trade. 
Import prices do not appear to have contributed signi- 
ficantly to inflation this year. 


The other major impetus has been the wage increases 
provided for under the two labor-management National 

Pay Agreements which sent hourly earnings up by 16 per- 
cent in 1970 and 1971, compared with a 9.5 percent 
average rise during 1966-69, The agreements have averted 
the debilitating labor unrest of previous years, but at 

a heavy price. During the same periods, British wages 
were rising by 13 percent and 6.5 percent respectively. 
We estimate that the second National Pay Agreement 
concluded in July will probably result in annual wage 
increases averaging at least 12 percent and probably more 
when cost of living escalators are factored in. Unit 
wage costs are rising by 9.4 percent, higher than in 

most other OECD countries, 


Finance Minister George Colley told an EC Finance Minister's 
Meeting in Luxembourg October 30 that while Ireland shared 
the EC concern over inflation, restrictions on the growth 

of the money supply and Government expenditures could 

impede Irish efforts to cope with unemployment and stimulate 
economic growth, He pointed out that Ireland had little 
room for maneuver in budgeting because the Irish Government 
capital expenditures represent an important proportion of 
total investment (about half) and social welfare payments 
come under the budget. In addition, Government and State- 
sponsored enterprises are major employers in Ireland. 


Other observers have noted that the Irish Government can 

do little about the wage/price situation given the militancy 
of labor unions against wage controls and lack of strong 
consumer pressure against price rises. A concerted campaign 
against price inflation now being mounted by the opposition- 
leaning Irish Independent newspaper may help to increase 
consumer awareness, however, and the Irish Industrial 








Development Authority (IDA) has joined with the Central 
Bank and the Economic and Social Research Institute in 
urging restraint in wage increases so rapid as to 
jeopardize foreign investment in Ireland. 


Unemployment Remains High 


Unemployment is Ireland's second major economic problem, 
The best indicator of overall unemployment, the percent 
unemployed among insured persons, dropped from 8.9 percent 
in January to 7.8 percent in August, mainly for seasonal 
reasons, Labor intensive industries such as construction, 
textiles, clothing, footwear, food, drink, and tobacco 

are the most severe problem areas, but even most of those 
industries scoring positive output growth record low or 
negative rates of change in employment. 


The Congress of Trade Unions reports that recorded 
redundancies during the first half of 1972 totaled 

5,586, compared with 3,778 in the corresponding period 

of 1971 and 1,892 in the first half of 1970. In its 
annual report for the year ended March 31, 1972, the 

IDA stated that although 7,700 jobs were created in grant 
aided industry, 11,600 were lost, leaving a serious deficit 
of 3,900. Fortunately some of the problems which led to 
the shortfall have been alleviated, but others remain, 
including social and political unrest in Northern Ireland 
which deters overseas, especially British, investment, 
increased competition throughout Europe for foreign 
industrial investment, high wage-cost inflation and the 
slow return of the economy to high-capacity growth. 


Trade Balance Improving 


The visible trade deficit continues to decline, amounting 
to $434 million for the 12 months ending August 1972 
compared with $576m for the same period last year. Imports 
rose from $1841m to $1877m, while exports climbed markedly 
from $1265m to $1442m, The trend has continued at least 
as late as October, and if sustained should help to offset 
the anticipated fall in tourist revenues this year. The 
improvement is of course caused not only by good export 
performance and improved economic growth in Ireland's top 
customers, the UK and the US, but also by higher export 
prices, the floating of the pound, lower raw material 





imports as a result of the sluggish performance of the 
manufacturing sector early in the period, and the lack of 
aircraft purchases which inflated the import figures by 

$50 million last year. Imports are likely to pick up again 
as the Irish economy improves and tariffs with the EC come 
down, but exports should continue to expand as well, with the 
improvement in the British economy and the enlargement of the 
duty free market resulting from EC entry, 


Prospects for 1973 


The Economic and Social Research Institute believes that 
prospects for economic expansion in Ireland in 1973 are good, 
The economy could grow by 5 percent in real terms, provided 
the Irish Government continues its expansionary policies, 
including deficit budgeting and large public capital expendi- 
tures, The development of the situation in Northern [Ireland 
injects an unknown into the calculation, as its improvement or 
deterioration can affect tourism, trade and investment in the 
Republic significantly. In addition EC membership will begin 
to affect the economy, providing further stimulus and funds to 
agriculture, some help eventually in regional development, 
improving access to a much broader market, but tougher com- 
petition to much of Irish industry. The predicted expansion 
of the economy will unfortunately not be great enough to have 
a significant effect on unemployment, Although externally 
influenced food prices are not expected to rise as rapidly in 
1973 as they did in 1972, the price spiral will not moderate 
unless wage increases can be reduced through some modification 
of the National Pay Agreement system, 








IMPLICATIONS FOR THE UNITED S£ATES 


The recovery and improving prospects of the Irish economy 
have favorable implications for American business although 
prolonged inflation in wage costs could eventually eliminate 
Ireland's attractiveness as a location for US investment. 


Irish Imports Likely to Increase 


Imports of capital goods, raw and semi-finished materials, 
and consumer products are expected to rise sharply in 1973 

as the economy begins to approach capacity and incomes 
continue to rise, In addition, as Irish tariffs phase into 
the EC Common External Tariff (CXT), the high Irish barriers 
to finished consumer goods will drop significantly in most 
cases while many raw materials will continue to enter Ireland 
duty free, Duties which are now at or near zero-level on 
capital and semi-finished goods will rise gradually to about 
7.5 percent during the five-year transition period, so markets 
in these products should be built now, 


Over the past year, the Irish Government and State-sponsored 
enterprises have issued a number of significant tenders. The 
Electricity Supply Board is making major additions to the 
Tarbert Thermal Electric Generating Station, financed by two 
World Bank loans totaling $35m, and has issued 15 tenders 

since November 1971. The Department of Posts and Telegraphs 

is revamping and expanding the Irish telephone service at an 
estimated cost of $130m and has issued 10 tenders in the past 

12 months, The Department of Education is constructing and 
equipping 57 new schools, colleges, and adult education centers, 
under a $13m World Bank Loan; 3 tenders have been issued, 

The Embassy in Dublin has submitted these tenders to the Depart- 
ment of Commerce in Washington for dissemination to interested 
American companies, as well as private export opportunities for 
such products as electrostatic photographic equipment, loading 
equipment and electric measuring, testing, switching and control 
equipment, 


An Attractive Area for Industrial Investment 


American and other foreign firms continue to find Ireland an 
attractive area for investment, A recent Japanese study con- 
cluded that on balance, Ireland was a better place for investment 
than either Holland or Belgium, Total US industrial investment 
is already past the $200 million book value mark and appears 





likely to double over the next year or so. Such firms 

as Howmedica, Merck, Apco, and Beckman Instruments have 
opened plants recently or are considering investing here, 
The major incentive is the enlargement of the duty free 
market that products made in Ireland will have access to 
when Ireland enters the European Community. It has been 
estimated that the phasing out of the CXT vis-a-vis Irish 
exports moving into the Community could result in an 
increase in profitability on these products of from 110 to 
150 percent, 


The EC has agreed to permit Ireland to continue its incentive 
grants and export profit tax exemption schemes, or replace 
them with incentives equally as attractive. In addition, 

as a less developed EC region, Ireland expects to benefit 
from the EC Regional Development Fund which the October 
Summit Meeting agreed to set up by the end of next year. 


One of the most significant attractions to US firms is the 
relatively low level of Irish wage scales. In September 

1971 when US manufacturing workers were averaging $3.60 per 
hour, Irish workers were earning about $1.30. Workers in 

Italy and France were earning slightly less than that, while 
those in Germany earned over $2.00 and in Belgium and Holland 
earned about $1.70 per hour. (Opinions as to [Irish productivity 
relative to US standards vary, but a number of American employers 
state that their Irish employees are at least as trainable and 
productive as their counterparts in the United States.) The 
continuing inflation in Irish unit wage costs, therefore, 
remains a serious and immediate threat to Ireland's competitive- 
ness with its European neighbors, though it will be a long time 


before the Irish pay packet ever approaches American earnings. 
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NTIS Can Help You— 


Develop new products 
Accelerate Research 
Improve products 

Save R&D time, expense 
Increase production 





Send for this free brochure now. Shows you 
how to tap the U.S. Government’s wealth of 


technical knowledge in 321 specialized fields. 


National Technical Information Service Return this coupon now 

U.S. Department of Commerce 

Springfield, VA., 22151 
I understand you collect, store and distribute newly released research reports from some 225 U.S. Govern- 
ment organizations. And that you have data from a wide variety of specialized fields. I would like to learn 
more about your products and services. Please send me your NTIS INFORMATION SERVICES so that 
I may see how I can benefit from them. 
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